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FOR NAC AGENCIES 

PASS TREASURY FOR BRADFORD 

E.O. 11652: NA 
TAGS: EAID, EFIN 

SUBJECT: REVIEW OF ADB LENDING RATE 

REF: (A) TREASURY 77-97, (NOTAL), (B) STATE 166635, 

(C) STATE 156569 

1 . AFTER ALL-DAY HOTLY ARGUMENTATIVE SESSSION ON JULY 28, 
BOARD OF DIRECTORS AGREED TO REDUCE BANK'S LENDING RATE FROM 
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8.7 PERCENT TO 8.3 PERCENT. U.S. AND AUSTRALIAN 
EXECUTIVE DIRECTORS ASKED THAT MINUTES OF MEETING RECORD 
THEIR OPPOSITION TO DECISION. ED FOR CANADA/NORDIC 
COUNTRIES AND ALTERNATE DIRECTOR FOR UNITED KINGDOM/ 
GERMANY ALSO INDICATED VERBAL OPPOSITION. BOARD THEN 
AGREED THAT ANY UPWARD ADJUSTMENT IN IBRD RATE AT END 
OF THIRD QUARTER WOULD BE APPLIED AUTOMATICALLY TO ADB 
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RATE AS OF SAME DATE, WHILE ANY DOWNWARD ADJUSTMENT WOULD 
BE IGNORED. IT WAS ALSO AGREED THAT COMMITMENT CHARGE 
WOULD BE THOROUGHLY STUDIED EARLY NEXT YEAR IN 
CONTEXT OF ANNUAL FINANCIAL POLICY REVIEW. SEVERAL 
ED'S, INCLUDING U.S., SUPPORTED INCREASE IN COMMITMENT 
FEE NOW. 

2. USADB MADE CONSIDERABLE EFFORTS IN PAST FEW DAYS TO 
OBTAIN SUPPORT OF DONOR COUNTRY DIRECTORS TO COMPROMISE 
ALONG LINES REFTEL A. SCENARIO WE ADOPTED WAS FOR U.S. 

TO MAKE STRONG PRESENTATION AT OPENING OF MEETING AND 
THEN TO ATTEMPT TO GET CONSENSU AROUND COMPROMISE PRO- 
POSAL TO BE OFFERED BY AUSTRALIA AND SUPPORTED BY CANADA 
AND UK/GERMAN ALTERNATE. TACTIC ALMOST SUCCEEDED AND 
MANAGEMENT OBVIOUSLY SURPRISED AT EXTENT OF OPPOSITION 
TO ITS PROPOSAL WHICH IT ADHERED TO STUBBORNLY. HOW- 
EVER, AT AFTERNOON SSSION, WHEN INDIAN DIRECTOR RECOM- 
MENDED COMPROMISES AT 8'3 PERCENT, ALTERNATE 
DIRECTORS REPRESENTING FRANCE/SWITZERLAND/BELGIUM AND 
AUSTRIA GAVE THEIR SUPPORT TO INDIAN PROPOSAL ALONG 
WITH JAPAN/DMC GROUP. 

EDMOND 
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